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Can We Regain Control of the Federal Budget? 


Noted Economist Sees Need For Strong Action 


by Dr. Epwin G. Nourse 


SUPPOSE some people might say the title of this article “leads from a sneak”—that it starts 
from the assumption that at some time and in some way control of the Federal budget has 


been lost. 


It might be objected also that there is some ambiguity in the word “we” and the antecedent it 


implies. Finally, question might be raised 
about the word “can” in the title. I debated 
other forms and rejected “Could We Regain Con- 
trol?” on the one side, and “Will We Regain Con- 
trol?” on the other. Cynically, I was inclined to 
say, “Sure, we could—but, sure, we won't.” But 
“Can we?” seemed neither too optimistic nor too 
pessimistic. 

As to the assumption, | admit that it is there, and 


I think that it is an assumption in which most will 
agree. For if the Federal budget is not actually out 


oping into an agency of coordination. But it is only 
a staff arm of the President. He, in turn, does not 
enact a budget. He simply proposes and presses more 
or less vigorously for the fiscal policy which he 
thinks best. But Congress disposes. It may remedy 
the defects of poor executive leadership or nullify 
the benefits of good Presidential policy. 


But even the Congress is not the final factor in 
the equation. Under our representative form of gov- 
ernment, government officials in the last analysis, 


of control, the authorities that control ii have se~-~--express the will of the people. The Federal budget 


precarious a hold on it that the situation is about like 
that of the proverbial greased pig. 


That being the case, we are confronted with the 
question, “Who is supposed to control the budget?” 
My use of the pronoun “we” implies that under our 
representative form of government, we the people 
are the ones who in the last analysis should and 
must exercise control of the Federal budget. 


One cannot, realistically, expect the operative and 
administrative agencies of government to exercise 
either the restraint or the coordination necessary to 
sound fiscal policy. The Bureau of the Budget has, 
over more than a quarter of a century been devel- 


will be brought under control only if the citizens of 
this country insist that this be done. 


Congress Under Pressure 


The statement of the case made thus far, though 
fundamentally true, is a bit oversimplified. Every- 
one who really looks into the matter must, along 
with his censure of senators and representatives, of 
pressure groups and administrative agencies who try 
to “pull a fast one” in budget matters, have a great 
deal of sympathy for the congressman as he honestly 
tries to serve the welfare of the country through 
sound control of the budget. 
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It is a truism today that the Federal budget is 
today so vast and the issues involved in its multi- 
farious items are so technical, that it is almost im- 
possible for the most conscientious congressman to 
feel that he has a soundly-based judgment when 
he casts his vote. This gives a wonderful opportunity 
for either the administrative agency or the pressure 
group to paralyze the hand of any congressman or 
committee that tries to prune their appropriations. 


This concept of the budget review function of 
Congress has resulted in coining the phrase “meat 
axe” approach to Congressional action when either 


Nor do I think that it is beyond the range of 
Congressional competence, jointly with public opin- 
ion of the various members’ constituencies, to arrive 
at sound judgment on these matters. In particular, 
I think it is possible by this means to ascertain what 
is the safe or endurable upper limit of taxation and 
to insist that expenditures be kept within this limit 
in years of high business activity, and with only that 
degree of military strain which it is now pretty clear 
we shall have to bear for the foreseeable future. 


The recent economy move in Congress has been 
stigmatized as “election-inspired.” I think this de- 
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Executive Office of the President from 1946 to 1949. An author and educator, 
Dr. Nourse was vice-president of the Brookings Institution from 1942 to 1946. 


This Review article is based upon an address given by Dr. Nourse before the 


Missouri Public Expenditure Survey earlier this year. 





house or their respective committees undertake to 
establish broad general ceilings or category limits on 
expenditures. In so doing, they leave it to the admin- 
istrative officers to pass upon comparative claims and 
break down the total into its most necessary and 
effective utilization. This reference should not be 
so much disparaged by those who have claimed all 
along that they are the only experts qualified. 


Spending Ceiling Needed 


To be sure, there are experts in the Senate or 
House who devote a great deal of attention to this 
branch of legislation and who can qualify them- 
selves to wield “a scalpel,” as Senator Paul Douglas 
has described the item-by-item approach, instead of 
a “meat axe.” All the enlightenment that such con- 
gressmen can give their brethren as to rival needs 
and claims should be welcomed—but personally I 
believe that Congress must not shirk its responsi- 
bility for setting aside absolute ceilings on the total 
size of the budget—and putting categorical limits on 
particular divisions of the budget, such as welfare 
programs, resource development, or military ex- 
penditure. 


34 


scription is right. But I do not regard it as either 
unworthy or dangerous that politicians are at last 
finding economy in government a good campaign 
issue. 


Aside from the question of what the Congress can 
or will do with its present machinery, there are 
proposals, like that of Senator John L. McClellan 
(Ark.), to better that machinery. We have gone a 
considerable distance in this direction during the 
last 30 years under the Budget ‘and Accounting Act, 
the establishing in both Senate and House of ap- 
propriations and expenditure committees, and, re- 
cently, the Joint Committee on the Economic Report 
of the President. 


Senator McClellan’s proposal would parallel this 
joint committee on national economic policy with a 
joint committee for review of the national budget. 
While Senator McClellan’s proposal was before the 
Senate, Rep. William M. Colmer (Miss.) introduced 
a companion piece of legislation in the lower House. 


The Senate passed the McClellan bill, but the 
House rejected the companion measure in the rush 
of Congressional adjournment just before July 4th. 
Then, in the House-Senate conferences the McClellan 
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measure was lost, and, in its stead, a $500,000 item 
was inserted in the final version of the bill to help 
finance separate professional staffs for the House 
and Senate Appropriations Committees. The sum, 
approved, is to be divided equally between the two 
houses. 


It is a matter of common knowledge that the 
Bureau of the Budget, with its more than 500 em- 
ployees, has not reached either the quantity or 
quality of review which would produce technically 
competent appraisals of the almost innumerable 
items that go to make up a budget of $85 or even of 
$55 billion. If Congress set up a staff, even of equal 
size, to make an independent analysis, there is no 
reason to suppose that the judgments would be more 
competent, whereas the expense would be doubled. 


Possibly a practicable solution will be found 
through a small body of the two houses which will 
keep as close touch with the process by which the 
budget estimates are “firmed up,” as does the Execu- 
tive Office of the President. This would be a time-con- 
suming job for those senators and representatives 
who served on the committee, but it is a function 
which cannot be delegated to a staff. 


Are We Gaining or Losing? 


Against these general propositions, I want to con- 
sider concretely the question set out in the title, 
“Can We Regain Control of the Federal Budget?” 
If I had phrased it, “Could We Regain Control ?”, 
my answer would be, “Certainly: We could control 
the budget if we would forego those expenditures 
which exceed revenue, even though the purpose is 
laudable, but the benefits illusory because the result- 
ing deficit, along with related policies, produces 
inflation.” 


If I had phrased the title, “Will We Regain Con- 
trol of the Federal Budget?” I would have to give 
an entirely inconclusive answer. I might be willing 
to place a small bet on one side or the other if | 
knew what the score would be next November. We 
will not get and keep control of the budget unless 
we have an Administration that thinks this is im- 
portant and a voting population which sees to it 
that men who realize its importance are chosen to 
office. 


But I phrased the title, “Can We Regain Control of 
the Budget?” and on this point I think the evidence 


is fairly clear that circumstances are developing in 
such a way that we can get a substantially better 
hold on the Federal budget—and regain effective 
control in the next Congress. 


The President’s Economic Report in January ex- 
pressed concern over a still-existing inflationary 
danger. It professed to have held military expendi- 
tures to the lowest limit of reasonable safety and 
to have deferred all postponable civilian projects. 

The trend of public policy on “the Hill” did not 
follow this lead. The idea of a $4 billion tax increase 
from present high levels in the face of “tired tax 
payer” protests—and in a campaign year—was sum- 
marily dismissed. On the other hand, the Joint Com- 
mittee on the Economic Report of the President and 
other voices were raised in support of a return to 
pay-as-you-go policy. This was to be effected in part 
by a “stretch-out” of the military build-up, or post- 
ponement of its peak by a year or two. 


One paragraph of the Joint Committee report is 
worth quoting: 

“The preparedness program, though far short of 
what the Armed Forces desire, is, nevertheless, so 
expensive that it cannot be financed within the limits 
of the revenues estimated to be derived from present 
tax laws. Assuming these expenditures to be neces- 
sary, a pay-as-you-go program would require an 
increase in taxes greater than that recommended by 
the President. There being no possibility that this 
Congress will increase taxes as requested, the pay- 
as-you-go, anti-inflationary program can be pre- 
served only by a sufficient reduction of expenditures 
to eliminate the cash deficit. A reduction of approxi- 
mately $10 billion would be necessary to accomplish 
this purpose.” 


Congress has been made aware of a widespread 
demand on the part of the people for budget reduc- 
tion and no tax increases. As a result, at the end of 
the recent session, preliminary estimates show that 
spending authorizations for fiscal 53 were reduced 
from budget estimates by about $11 billion, of which 
$8.5 billion was in appropriations. This means, in 
terms of expenditures during this fiscal year, an 
unofficial estimate of possible savings of a little more 


than half of the $11 billion. 


Congress appropriated $72.9 billion for fiscal 
1953. Budget requests aggregated $81.4 billion. The 
reduction from estimates, $8.5 billion, would have 
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been greater by almost $1.5 billion except for a sum 
put in for atomic energy funds on the final day of 
the session. The total of annual and permanent loan 
and contract authorizations for fiscal 1953 is about 
$2.2 billion, which, when added to $78.1 billion of 
annual and permanent appropriations within the 
budget, brings the grand total of spending authori- 
zations to $80.3 billion, or $11 billion less than the 
$91.3 billion of proposed authorizations in the Janu- 
ary budget as augmented by supplemental items. 


We have profited by the lesson that France dem- 
onstrated when she bled herself white to build the 
Maginot Line. There is a good deal of caution in 
the revised military plans against preparing fast 
and furiously to fight the last war. It would be hard 
to overestimate the economic significance of the 
revision and postponement of the military goal from 
a peak to be reached in 1953 to a plateau to be 
reached in 1955. This has not come not merely from 
greater confidence in the deterrent power of the mili- 
tary moves we have already made, but likewise from 
a reappraisal of the type of war that would be fought 
and the kind of weapons that would be used if World 
War III should actually eventuate. 


There is a turn to an effort, less costly both in 
dollars and in manpower, to keep ahead of any rival 
in the most advanced technology and its application 
to a very different kind of warfare. 


* 
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It begins to look as though the country and the 
Congress have at last become aroused about the 
deficit issue so it seems unlikely that the statutory 
ceiling of $275 billion on the national debt will be 
breached. Even amid the difficult conditions of a 
campaign year, we have seen the President deflating 
the military’s budget demands and the Congress fur- 
ther deflating the President’s recommendations. With 
actual spending likely to be held materially below 
authorization, there would seem to be some prospect 
that, with a new Administration and further clarifi- 
cation of the offensive threat and of our defensive 
power, we might reach a balanced budget next year. 


Whatever the final appropriation figures, there 
seems reasonable hope that 1952 will see the gov- 
ernment component of our national economy brought 
much more closely into balance with the civilian 
component on the high plane of domestic productive 
capacity which we are seeing realized all around us. 
As | analyze the basic economics of our present situa- 
tion, it should be entirely possible to get control of 
the Federal budget on a basis on which we could 
maintain deterrent military power against reason- 
ably calculated risks, sustain the already high gen- 
eral standard of living and make reasonably steady 
progress. This progress in turn could be greatly 
accelerated whenever a truce between the free world 
and Soviet imperialism can be brought about. 
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